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FINANCIAL HIGHLIGHTS 


Years ended March 31 

(thousands, except per share amounts) 2000 
Sales $ 263,846 
Gross profit 50,362 
Pre-tax earnings (loss) — continuing operations (6,196) 
Earnings (loss) — continuing operations (3,974) 
Net earnings (loss) (21,918) 
Earnings (loss) per share* $ (0.48) 
Long-term debt 21,497 
Shareholders’ equity 575325 
Debt: Equity ratio 1.9:1 


“Basic — Continuing operations 


QUARTERLY INFORMATION 


Earnings (loss) — 
Sales continuing operations 


2000 1999 2000 1999 


1 Quarter $73,840, | 8: 33,610 8 © 2,762 3B  5,065 
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continuing operations 
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¢ Appointment of Jos Wintermans 


as President & CEO 


e Returned strategic focus to core 


scissor-lift product line 


e Divested non-core assets, disposed 


of extraneous facilities 


e Control of worldwide scissor-lift 


market increased 2% to 22% 


e Reduced bank credit lines by 


$18 million since mid-year fiscal 2000 


e Strategic marketing agreement with 


Grove Worldwide LLC 


° Order book at year end $64 million 


Skyjack’s core product line consists of scissor-lift aerial work platforms. There 


are two main categories: SJ Rough Terrain models and the SJIII Series: 


SJ Rough Terrain = 9 models 
° Designed primarily for rough work venues 
such as construction sites; can also be used 


on smooth surfaces. 


+ Power supplied by dual-fuel (gasoline/ propane) 
and diesel engines. Battery power available 


on certain models. 


* Three model series: 


SJ-600 Series — Platform surface offers 
enough room for workers and equipment. 
Rear gate entrance makes loading material 
onto the platform easier, Optional deck 


extensions increase platform capacity. 


SJ-800 Series — Lift features self-centering 
scissor, extendable to working height of 47 
feet. Single and double deck platform exten- 


sions available. 


SJ-rooo Series — Optional double extension 
decks stretch platform length to 24 feet. Unit 
can be driven at full 56-foot working height 


on all surfaces. 
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SJIII Series — 11 models 

* Intended for smooth surface work areas 
such as office buildings, shopping centres, 
manufacturing plants, warehouses, aircraft 
hangars, elevated roadways, bridges, tun- 
nels, sporting venues and movie sets. 

* Powered by batteries; most models use 
hydraulic propulsion except for those featur- 
ing electromechanical propulsion. : 


* Three model series: 


Compact: \deal for manoeuvering in tight 
spaces such as warehouses; maximum work- 


ing height 25 feet. 


Conventional Lift: Larger models with 38- 
foot maximum working height make these 


units suitable for most slab applications. 


Electric Drive: Uses electromechanical 
propulsion; more efficient than conventional 


hydraulic drives. 


Fiscal 2000 was a year of profound change for Skyjack. Far-reaching dynamics in the 


aerial work platform market and their impact on the Company set in motion an extensive 
reorganization. No area was left untouched, and today the Company is lean, tightly 
focused and much better equipped to compete. 

The changes in Skyjack’s market have been driven largely by the consolida- 
tion of equipment rental companies that constitute an important part of the Company’s 
customer base. Publicly-owned companies have been acquiring smaller, privately-held 
firms. That led to intensified industry competition, followed by downward pressure on 
prices and reduced profit margins. 

Industry consolidation also dramatically reshaped Skyjack’s product line. 
Prior to consolidation, customers expressed the desire for one manufacturer to supply 
all lifting needs. Accordingly, in fiscal 1996 we broadened our range of aerial work plat- 
forms from scissor lifts to boom lifts. The heavy start-up costs associated with the 
development and marketing of the more complex product line required a substantial 


increase in debt to finance this initiative. 


AS SKYJACK IS RESHAPED, IT BECOMES BETTER SUITED TO SUCCEED 


IN A RAPIDLY-CHANGING MARKETPLACE. 


However, as customers increased in size and shrank in number, they did 
not place the same importance on “one-stop shopping” as their predecessors, and 
the demand for a fully diversified product line from a single supplier diminished 
significantly. 

As the situation became clear during the year, the Board of Directors dis- 
cerned the need for fundamental corporate renewal. 

The changes started at the top. Jos Wintermans was appointed President and 
CEO because of his outstanding track record with several large public companies. Mr. 
Wintermans had demonstrated his abilities during the previous six months, when he 
consulted for Skyjack’s European operations. Since his appointment, Skyjack’s man- 
agement, staff, products, facilities and financial structure have all been placed under 
scrutiny. Mr. Wintermans has been rapidly effecting the restructuring measures needed 
to return the Company to profitability. 

I have assumed the position of Chairman of the Board. Charles Greb, the 
former Chairman, continues to be extensively involved in the governance of the 
Company and Skyjack now benefits from his counsel in the capacity of Vice Chairman. 

I would like to take the opportunity to recognize and thank William 
Lawrence for his many years of invaluable and dedicated service to Skyjack. Bill is retir- 
ing from the Board and will be missed by myself, after 30 years of association, and all 
the Board members, for his wise counsel and practical approach to many challenges that 


were met over the years. 


While the current period is not without its chal- 
lenges, it is also an exciting return to the Company’s core 
area of expertise. As Skyjack is reshaped, it becomes better 
suited to succeed in a rapidly-changing marketplace. When 
the process is complete, the Company will be properly posi- 
tioned to vigorously and profitably compete in all markets 
around the world. 

On behalf of the Board, I would like to express 
my thanks to Skyjack employees, customers, suppliers, and, 
of course, shareholders. Their support has been instrumen- 
tal as Skyjack renews its ability to generate earnings and 


deliver value. 


On behalf of the Board, 


; 


Wolf Haessler, P.Eneg. 


Chairman of the Board 


It is with pleasure that I report to you for the first time as Skyjack’s President and CEO. 


In the short time I have been privileged to serve the Company, the job has provided 
unique challenges and rewards. My task of returning the Company to profitability has 
been greatly facilitated by the high calibre of Skyjack’s people and products. Together, they 
comprise the Company’s most valuable assets and they hold the key to earnings generation. 
Skyjack has experienced rapid growth over the past several years. While expan- 
sion of the Company’s business volume was in keeping with the profile of a vigorous and 
aggressive enterprise, managing that growth became a challenge during fiscal 2000. 
Financial stresses arose from three sources: an overly diversified product line, 
cumbersome production processes and generous credit terms to customers. In response, 
the Company curtailed boom production, closed the boom manufacturing plant in Iowa, - 
launched a review of production and administrative processes and rescinded liberal credit 
terms. These initiatives and others led to a number of unusual and non-recurring charges, 
which totalled approximately $40 million before taxes. In the absence of these unusual 
costs and losses of discontinued operations, the Company would have shown a profit for 


the year. 


SKYJACK HAS EARNED AN ENVIABLE REPUTATION FOR INNOVATIVE DESIGN, 
MANUFACTURING EXPERTISE, ATTENTION TO QUALITY AND A HIGH LEVEL 


OF CUSTOMER SERVICE. 


As Skyjack moves into fiscal 2001, the Company’s core product strength and 
substantial market presence remain intact. Skyjack has earned an enviable reputation for 
innovative design, manufacturing expertise, attention to quality and a high level of cus- 
tomer service. These attributes have generated a sizeable reservoir of respect, loyalty and 
goodwill in the marketplace. The foundation of this following remains our scissor-lift aer- 
ial work platform, and it is with this product that Skyjack will return to profitability. 

To meet the challenge, Skyjack has established a five-part corporate strategy, 
designed to maximize strengths, address weaknesses and benefit from alliances within the 
industry. 


The components of that strategy are: 


Core product focus Skyjack has returned to two lines of scissor lifts, divided by the type 


of terrain on which the machine operates. 


® The SJIII Series is intended for smooth surfaces. It is Skyjack’s best-selling line, fea- 


turing 11 models in Compact, Conventional and Electric Drive categories. 


° The SJ Rough Terrain Series offers nine variants across three size categories. Common 


to all are Skyjack’s renowned quality, durability and service support. 


Productivity improvement A Company-wide review, ini- 
tiated in fiscal 2000, addresses all operations from the 
standpoints of quality, reliability, performance and cost. 
Completion is targeted for the second quarter of fiscal 2001 
but a number of areas have already been identified and 
acted upon. For example, we are now outsourcing the man- 
ufacture of certain components, production bottlenecks 
have been located and are being addressed at our main facil- 
ity in Guelph, Ontario and greater use is being made of 


just-in-time delivery. 


Strengthened senior management Restructuring Skyjack’s 
executive team has involved extensive searches for a Chief 
Financial Officer; Executive Vice President and Chief 
Operating Officer; Vice President, Operations; Vice 
President Sales, North America; Vice President, Marketing; 
Vice President, National Accounts; Vice President, Human 
Resources; and Managing Director, Europe, Middle East 
and Africa. Additional hiring is taking place at other man- 
agement levels, particularly in operations. When the new 
team is in place, Skyjack will be appropriately staffed to 


aggressively compete. 


Synergies through strategic alliances To maintain a pres- 
ence in the boom platform market, Skyjack forged a strate- 
gic alliance with Grove Worldwide LLC, a leading U.S. 
manufacturer. Skyjack’s strength in scissor lifts dovetails 
with Grove’s expertise in booms, and the agreement pro- 
vides for each Company to market the other's products. 
Skyjack will benefit in particular from Grove’s extensive 
marketing infrastructure in European markets. Both com- 
panies will provide the other’s customers with a single point 
of purchase for the finest boom platform and scissor lift 


products in the industry. 


Debt reduction The Company worked to strengthen its 
balance sheet during the second half of fiscal 2000. At year 
end, combined current and long-term debt totalled $109 
million, representing a decrease from a peak level of $127 
million in mid-year. Bank credit lines have been signifi- 
cantly reduced since the end of fiscal 2000, and further 


reductions are being undertaken in 2001. 


Demand for Skyjack’s scissor lifts remains very strong. The Company gained 


two full percentage points of worldwide market share during fiscal 2000. The Company’s 
ability to manufacture finished goods was hampered by a lack of borrowing capacity to 
supply working capital. As a consequence, sales in the fourth quarter did not increase to 


the extent they otherwise would have. 


INDUSTRY-WIDE SALES OF SCISSOR-LIFT PLATFORMS CONTINUE 
TO RISE AS THEIR ADVANTAGES OVER LADDERS AND SCAFFOLDING ARE 


RECOGNIZED BY ENTERPRISES OF ALL TYPES. 


As we move ahead, the market outlook is excellent. Industry-wide sales of scis- 
sor-lift platforms continue to rise as their advantages over ladders and scaffolding are rec- 
ognized by enterprises of all types. A robust North American economy continues to drive 
strong demand in our principal market. In Europe, increased adoption of aerial lift tech- 
nologies represents a growth prospect. Other markets around the world offer similar 
opportunities. Even when industry-wide sales are not expanding, Skyjack stands to pros- 
per by increasing market share. Capturing more business is only possible because Skyjack 
does it better than the competition. 

The new management team at Skyjack is seasoned, disciplined and mature. 
Going forward, decision making will be based on strategic objectives, financial capabili- 
ties, production requirements and market demands. We look to the future with optimism 


as we meet customers’ needs, improve Skyjack’s productivity and build shareholder value. 


On behalf of Management, 


Jos Wintermans 


President and Chief Executive Officer 


OVERVIEW 


Skyjack Inc. is an international manufacturer of self-propelled scissor-lift aerial work plat- 
forms with manufacturing facilities located in Canada, the U.S. and Germany. The 
Company also has parts and service centres in the U.S. and The Netherlands. The 
Company’s products are used in circumstances that would otherwise require scaffolding, 
ladders or other means of access for people and material to elevated work areas. 
Approximately 80% of revenue is derived from North America, 16% from Europe and the 
balance of 4% from other foreign customers. Overall, Skyjack holds a 22% market share of 
the worldwide market for its product line. 

In the past year, Skyjack experienced liquidity problems arising from an exten- 
sive capital expenditure program over the last two years and from substantially increased 
working capital requirements caused by extended credit terms to key customers and sig- 
nificantly increased inventory levels. In response, and as more fully, detailed below, the 
Company undertook a number of very substantive initiatives. These included completely 
restructuring senior management and discontinuing the manufacture of boom lift prod- 
ucts at the Company’s facility in Atlantic, lowa. These and other changes ‘are reflected in 
the Company’s results for the fourth quarter and the year. 

The aggressive consolidation in equipment rental industries discussed in the 
1999 annual report progresses unabated. Large purchasers continue to exert market lever- 
age through pressure on margins, requests for extended payment terms, guaranteed buy- 
backs for equipment and acceptance of trade-ins. Skyjack’s order book assures several 
months of production, and with plants operating at or near capacity, the Company is now 
refraining from agreeing to sales terms that in the long run would impair its capital posi- 
tion or inordinately reduce margins. To date, it appears that product reputation and qual- 
ity of service have allowed the Company to avoid entering buyback programs, which are 
not profitable to the Company. This secure position indicates the Company has main- 
tained its status as a preferred supplier to many of the larger rental companies. 

In the short term, the Company’s objectives are centered on the following: a 
strengthening of senior management, a focus on core competencies by reverting to pro- 
duction of only one product line (scissor lifts), an emphasis on production improvements 
and efficiencies, development of strategic alliances to boost sales and a concerted effort to 
reduce debt levels. Specific actions have been undertaken in respect of each of these objec- 


tives to date and will continue throughout the next year. 


Significant Events 3 

Late in calendar 1999, Skyjack’s banks expressed increasing concerns over the Company's 
debt levels. At one point in the year, short and long term indebtedness reached $126.2 mil- 
lion. To forestall action by its lenders, the Company entered into an amending agreement 
on February 14, 2000. The agreement had the effect of converting all bank debt to a 
demand loan and it provided security over the Company’s assets to the related banks. In 


exchange, the lenders agreed to waive specified events of default and allowed Skyjack a 


period of time to develop a plan for debt reduction. On April 14, 2000, the lenders and 


the Company executed an amendment to the loan agreement. The change introduced spe- 
cific covenants regarding mandatory repayments of bank loans, reductions in availability 
of credit, financial performance targets and reporting requirements. The purpose of the 
agreement was to provide the opportunity to source alternative financing and permit 
repayment of the existing debt facilities by June 30, 2000. The agreement was subse- 
quently extended to July 31, 2000. 

Since the implementation of the agreement, Skyjack has exceeded all covenant 
requirements. In addition, levels of available bank debt commitments have been reduced 
as required. As a result, Skyjack is in compliance with all covenants of the amending - 
agreement. Most importantly, Skyjack is in the process of finalizing replacement financ- 
ing, subject to completion of loan negotiations and documentation. The plan is for the 
new facility to provide sufficient funds for the Company’s operations and capital require- 
ments for the next year, with the flexibility to increase availability in subsequent years. 

Of all actions undertaken by the Company to revive its fortunes, the elimination 
of certain lines of business — most notably the manufacture of booms — was paramount. In 
vacating this product line, the Company will not incur future operating losses which 
totalled approximately $10.9 million up to February 29, 2000, when the Company formalized 
its closure plan. Additional costs before taxes relating to the closure of the Atlantic, lowa 
facility and discontinuance of boom production have been estimated at $16.5 million from 
March 1, 2000 to the completion of the winddown. That amount is fully reflected in the 
net loss from discontinued operations appearing in the consolidated statements of earnings. 
In keeping with its emphasis on a return to core businesses, the Company also exited two 
smaller operations: Haessler Drive Technology Inc. (HDT), an in-house supplier of axle 
products to the boom operations, and the line of personnel lifts. The personnel lift line 
contributed approximately 1.7%, and 2.2% of total revenue in fiscal 2000 and 1999 respectively. 
The Company did retain the rights to certain components designed by HDT that are 
integral to the rough terrain scissor product line. The manufacturing of these components has 
been continued in order for the Company to receive the ongoing cost savings from these parts. 

Other problems encountered by Skyjack during the year were a consequence of 
the pace and volume of corporate growth outstripping management’s capabilities at the 
time. This situation necessitated a restructuring of senior management. A number of posi- 
tions have been filled, including President and Chief Executive Officer; Executive Vice 
President and Chief Operating Officer; Vice President, Operations; Vice President Sales, 
North America; Vice President, Marketing; Vice President, National Accounts; Vice 
President, Human Resources; and Managing Director, Europe, Middle East and Africa. 
Additional executives and senior management will be added during the second quarter of 2001. 

In April 2000, Skyjack reached an agreement with Pennsylvania-based Grove 
Worldwide LLC, Manlift division, for the joint marketing of each other’s products in 
North America. The primary benefit of the agreement is the ability to market a complete 


line of boom and scissor-lift aerial work platform products, without the need to continue 


manufacturing both lines. In addition, Skyjack will benefit from Grove’s existing sales net- 
work, where it is complementary to Skyjack’s. Discussions are under way for the extension 
of this arrangement to the European arena, particularly France and Italy, where Grove’s 
distribution network is much stronger than Skyjack’s. This strategic alliance is consistent 
with management’s objectives of increasing sales and market share with a minimum of 


capital expenditure in the short term. 
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Results of Operations for Fiscal 2000 

The poor results for fiscal 2000 stemmed mainly from problems with production process- 
es within the Company, an overly diversified product line, extended terms accorded to cus- 
tomers and pricing concessions. Starting February 2000, the Company put in place a 
broad-ranging restructuring program. It consists of a sharp focus on the Company’s core 
product line of scissor-lift aerial work platforms, improved internal processes, a return to 
historical customer payment terms, reorganization of senior management and strategic 
alliances aimed at broadening markets and product offerings. 

Sales from continuing operations (primarily scissor lift aerial work platforms) 
for the year increased 21% from fiscal 1999 to $263.9 million. The Company increased its 
worldwide market share of scissor lifts by two percentage points, with a 22.5% sales 
increase in North America to $213.5 million and a 4.3% gain in Europe to $41.7 million. 
Sales to Asia and the rest of the world increased 103% to $8.7 million. In fiscal 1999 Asia 
suffered a severe economic downturn, and although some improvement has occurred in 
fiscal 2000, sales have not returned to fiscal 1998 levels. 

The Company’s ability to manufacture finished goods was hampered by the lack 
of borrowing capacity to supply working capital. As a consequence, sales in the fourth 
quarter of fiscal 2000 did not increase to the extent they otherwise would have. 

Improvement in gross profit is a primary focus of management. The Company 
has replaced senior management in the production area and has also engaged external con- 
sultants to identify and implement process improvements. Improvements are anticipated 
to be achieved through the introduction of new production planning techniques, rear- 
ranging plant production layout and outsourcing certain components. These improve- 


ments are to occur without significant capital expenditures. 


For the year, gross profit declined by $8.9 million to $50.4 million. As a per- 


centage of sales, gross margin decreased to 19.1% from 27.1%. The year-over-year decline 
relates to a number of factors, including product discounts (5.0%), a provision of $2.0 mil- 
lion associated with retrofitting a specific scissor lift model (0.8%), increased manufactur- 
ing costs relating to the SJIII line of self-propelled scissor lifts (0.8%), and one-time costs 
related to changes to the SJIII line (0.5%). The Company expects the modifications to 
SJIII models will contribute to manufacturing and labour efficiencies in fiscal 2001. 

A $6.3 million increase in selling and administrative costs for the year can be 
attributed primarily to an increase in sales force and customer support staff in the third 
and fourth quarters. Additional one-time costs include $700,000 for the Skyfest celebra- - 
tion and cash discounts of $800,000 during the second quarter to accelerate collection of 
receivables that were under extended terms. The Company also began amortizing its new 
Enterprise Resource Planning (ERP) software system during the year, increasing costs by 
$800,000. 

Research and development expenses of $3.7 million were a 46% increase from 
fiscal 1999. Activities related to the production facility in Wathena, Kansas and the mod- 
ification of the SJIII line amounted to approximately $2.0 million in fiscal 2000 and are 
not expected to recur in fiscal 2001. 

Interest charges increased by $4.1 million to $6.6 million for the year. These 
reflected the Company’s increased borrowings to finance capital expenditures and fund 
increased working capital requirements. 

Restructuring and related costs of $13.0 million consist of a number of discrete 
items. These include professional fees, closure of certain facilities and termination of prod- 
uct lines, capital asset writedowns to realizable values and severances resulting from the 
termination of employees unrelated to the discontinuance of boom production. Certain of 
these costs, principally those relating to the restructuring of production processes, will 
continue into the first two quarters of fiscal 2001. 

Skyjack discontinued production of booms and consequently shut down its 
220,000-square-foot facility in Atlantic, Iowa. Sales from this discontinued product line 
amounted to $41.4 million in fiscal 2000 and $43.2 million in 1999. These sales are reflect- 
ed in the Company’s “Results of discontinued operations” and not as “Sales”. The results 
of discontinued operations of $17.9 million for fiscal 2000 include operational losses, 
inventory and capital asset provisions, severance and closure provisions. 

Skyjack reported a net loss from continuing operations of $4.0 million com- 
pared with net earnings of $19.1 million for fiscal 1999. Including discontinued operations, 
the Company reported a net loss of $21.9 million compared with net earnings of $16.7 mil- 


lion for fiscal 1999. 


Results of Operations for Fiscal 1999 
The aggressive consolidation of independent rental businesses by large national companies 


had a significant impact on the aerial work platform industry and Skyjack’s results during 


the fiscal year ended March 31, 1999. Many of these national agencies are U.S. public com- 


panies that have been formed within the last two years with the sole purpose of acquiring 
rental businesses. In response to this competitive pressure, Skyjack altered its sales distri- 
bution by moving away from distributing products through exclusive dealer/customer 
relationships. As a result the Company now sells to all rental companies in an effort to 
broaden product distribution, principally in North America. In addition, as a result of the 
termination of its exclusive dealer relationships, and to reflect the new larger volume cus- 
tomers, the Company established a new pricing and terms structure during the year. 

Skyjack’s sales for the fiscal year ended March 31, 1999 increased 30% to $218.5 
million. Sales to U.S. customers increased year over year by 44% as a result of the strong 
U.S. economic environment and Skyjack’s new distribution channels. In addition, in the 
fourth quarter the Company began to realize the benefits of becoming a preferred suppli- 
er to many of the national rental companies through increased sales and market share. 
European sales increased 35%, primarily due to continued strong demand from customers 
in Great Britain. As well, Skyjack’s newly established warehouse in Mijdrecht, The 
Netherlands, allowed the Company to ship container loads cost effectively and redistrib- 
ute products on a more timely basis in Continental Europe. 

Skyjack’s Canadian work platform sales decreased by 27%. The acquisition of 
many of the Company’s more significant Canadian customers by a large American nation- 
al company caused sales to decline as the new owner integrated its operations. An overall 
economic slowdown in Asia, combined with the fact that Skyjack had received a large 
order from a Japanese customer in fiscal 1998, resulted in a 56% decline in revenues from 
this region. A strong U.S. economy, and preferred status with many national rental companies, 
resulted in the Company improving market share in its core scissor-lift product line. 

Gross profit for the year increased by 21% to $59.3 million, due principally to 
higher sales. The Company’s gross margin as a percentage of sales for fiscal 1999 was 
impacted positively by the absence of approximately $7.0 million of non-recurring costs 
(4% of fiscal 1998 sales). These occurred in fiscal 1998 as follows: 

(i) The Amador operation, which was closed in fiscal 1998, reduced gross prof- 

it by $3.3 million; and 

(ii) A retrofit to one model of scissor lifts, which has since been replaced, occurring 

in the fourth quarter of fiscal 1998 amounted to approximately $1.7 million. 

However, the lower prices offered to customers in fiscal 1999 as part of the 
revamped marketing and distribution plan, together with the more costly SJIII scissor line 
(introduced in February 1998), offset the items previously mentioned and reduced the 
gross margin as a percentage of sales by 2% compared to fiscal 1998. 

Selling and administrative costs for fiscal 1999 increased by $5.7 million, but 
remained at approximately the same percentage of sales. The most significant factors contribut- 
ing to the higher costs were the higher sales levels and the participation by the Company 


in two major trade exhibitions (Bauma and CON-EXPO) which occur every three years. 


Research and development expenses increased by $600,000 over fiscal 1998. 


Most of the increase related to design improvements made to the SJ 8831/41 and SJ 682642 
scissor lift models. The Company remains committed to new product development and to 
the enhancement of related components. 

As a result of the extended payment terms offered to customers as part of Skyjack’s 
new marketing and distribution plan, the Company’s short-term debt increased during the 
year. The impact of this increase was higher interest costs compared to fiscal 1998. 

Earnings from continuing operations increased 32% to $19.1 million. Net earn- 
ings as a percentage of sales remained at 9%. 

Net earnings for fiscal 1999 increased 104.3% to $16.7 million. Net earnings as a 


percentage of sales increased by 2.3% to 6.4%. 


LIQUIDITY AND CAPITAL RESOURCES 


Working Capital 

Working capital consists of current assets less current liabilities. Working capital declined 
by $50.3 million from $40.0 million at March 31, 1999, producing a deficit of $10.3 mil- 
lion at March 31, 2000. The decline can be attributed principally to three factors: the 
writedown to net realizable value of discontinued operations inventory, an increase in 
accounts payable to support increased sales levels and capital expenditures funded by oper- 


ating lines of credit. 


EBITDA 

EBITDA, which represents the Company’s earnings before interest, income taxes, depre- 
ciation and amortization, and losses from discontinued operations totalled $7.6 million for 
fiscal 2000, compared to $34.7 million for 1999. Management looks to EBITDA as a proxy 
for the Company’s ability to fund current operations and service debt. The decline in 
EBITDA in 2000 is viewed as a temporary occurrence that is expected to be reversed in 


2001. The cause for the decline is a combination of factors referred to earlier. 


Cash Flow 
Cash flow from continuing operations was a $17.4 million inflow in 2000, compared with 
a $36.9 million outflow in 1999. To some extent, the changes reflect normal variations in 
accounts receivable, inventory and accounts payable. Fiscal 1999 was an aberration in that 
accounts receivable increased by $51.8 million over the prior year. This was largely due to 
extended credit terms. In addition, inventory levels were increased by $33.5 million, part- 
ly in anticipation of customer demand in the months following year end. The extended 
credit terms are no longer offered, and inventory production is now conducted on a “build 
to order” basis, resulting in declining accounts receivable and inventory balances. 

Cash used in investing activities for continuing operations was $17.4 million and 
$24.0 million for 2000 and 1999, respectively. Most outlays were for capital expenditures 
on property, plant and equipment, as noted in the discussion on capital expenditures in the 


next section. 


Cash flow from financing activities totalled $3.5 million and $62.6 million in each 


of 2000 and 1999. The cash inflows and outflows from investing activities largely represent 
fluctuations in various loan balances. The large inflow in 1999 was required principally to 


fund capital acquisitions and increases in non-cash working capital balances. 


Capital Expenditures 

Capital expenditures of $18.1 million were incurred in fiscal 2000. These consisted of an 
expansion of Skyjack’s Emmetsburg, Iowa scissor lift manufacturing facilities, costing $3.0 
million, the addition of new locker room, training and lunchroom facilities in the older 
Guelph, Ontario plant costing $1.2 million, automation in one of the plants in Guelph and 
in Georgetown, Ontario costing $2.4 million and various other machinery and equipment 
purchases of $4.7 million. Expenditures on the ERP system in fiscal 2000 amounted to 
$1.1 million. Inventory of Skyjack products capitalized as part of the Company’s rental 
equipment fleet amounted to $5.6 million in the current year. 

In 1999, expenditures of $23.8 million were incurred. The major components 
included plant and equipment for the second scissor lift manufacturing plant in Guelph 
at $12.9 million, the Wathena, Kansas parts and boom facility at $2.1 million, equipment 
for existing facilities in the U.S. and Canada at $5.0 million and an ERP system at $3.8 
million, which includes other computer hardware and software. In addition to depreciation 
and amortization charges of $0.7 million over the past two years, expenditures of $2.2 million 
were written off in the current year, including $1.1 million of capital expenditures, to reflect 
management’s assessment of current functionality of the system and delays in its imple- 
mentation. A review of the implementation program for the ERP system is being under- 
taken and revised plans are being developed in order to achieve the benefits originally 
anticipated from the system. A further $0.7 million of goodwill, patents and trademarks 
were written off in fiscal 2000, relating to the exiting of certain product lines. 

Expenditures in 2001 will largely be restricted to necessary capital replacement 
at existing facilities. Management is not contemplating construction of new facilities nor 
expanding existing plants in the next year, nor are there any plans to incur new significant 


product development costs. 


Indebtedness 

During the year, both short term demand debt and long term bank credit facilities were 
consolidated pursuant to the terms of amending agreements to the Company’s borrowing 
facilities. As a consequence, term facilities of $12.7 million were placed on a demand basis 
and are considered at year end to be current. Security was granted over virtually all of the 
assets of the Company, subject to a prior interest in the Wathena production facility in 
favour of lenders under Industrial Revenue Bonds (IRBs) in the amount of $5.2 million. 
Since year end, the Company has been working to establish new financing arrangements 
to repay the existing bank debt out of the proceeds of a new facility. This new facility is 
expected to consist of both a demand operating line and a term line. The Company will 


have to provide security over accounts receivable, inventory and fixed assets. The facility 


will take the form of an asset-backed loan with the capacity to convert it to a conventional 


operating facility in 2001, subject to meeting certain financial covenants. 

The IRBs were issued in connection with construction of the Wathena plant, in 
contemplation of the production of booms. With the discontinuance of that product line, 
management is commencing negotiations to ensure the IRBs can remain in place, provid- 
ed that other production can be transferred to Wathena. At year end, $5.2 million was out- 
standing. The Company is also working on other initiatives to reduce debt by shrinking 
the time between purchase of materials for manufacturing and collection of accounts 


receivable. 


Equity 

Apart from the exercise of options generating proceeds of $332,000, no shares have been 
issued in the year. In addition, there have been no shares issued to date in fiscal 2001. 
Currently the Company has 903,800 share options outstanding. As the share price is cur- 
rently at historically low levels, management has no plans to raise capital in the public 
markets at this time. The opportunity to do so will be assessed on an ongoing basis in rela- 
tion to market conditions and requirements for funds beyond those available under the 


newly negotiated bank lines. 


RISK AND UNCERTAINTIES 


Market Conditions 

Scissor lifts have applications in commercial, industrial and construction environments, 
with sales by Skyjack being made principally to large equipment-rental companies. 
Demand is heavily dependent on the level of economic activity in those sectors. The 
economies of all the countries in which the product is principally sold have shown strong 
growth for a number of years. Although management believes the economy will remain 
strong through the next year, a downturn in economic activity may have a significant 
adverse impact on sales. On an industry-wide basis, such a downturn could produce over- 


capacity, with negative implications for pricing. 


Customer Consolidation 

The trend in the equipment-rental industry over the past several years has been toward 
consolidation of smaller players. Although there are inherent benefits from the standpoint 
of simplifying sales efforts, this trend continues to exert pressure on margins. Skyjack is 
countering those pressures by improving productivity in sufficient measure to offset any 
reductions in selling prices. Of some concern is increased credit concentration arising from 
a smaller number of significant customers. In response, the Company is devoting more 
resources to the credit function and exercising greater diligence in the management of 
accounts receivable. In the case of European accounts, the Company subsequent to year- 
end entered into an agreement for insurance coverage of those receivables. The coverage 


is subject to limitations with respect to overall exposure and exposure with any one customer. 


Product Liability 


Self-propelled scissor lifts are frequently used in closed quarters, operated on uneven sur- 
faces and at significant heights — all factors that might contribute to an accident. Such 
risks are inherent in the use of equipment of this sort. Although the Company undertakes 
extensive testing of its products and manufactures to standards that exceed legislated 
requirements, it is not possible to eliminate the chance of accidents and the potential for 
liability. The Company carries insurance policies to mitigate the economic impact of 
claims resulting from accidents, but the possibility remains that insurance policies may not 


be sufficient to cover all material claims. 


Foreign Exchange Rate Fluctuations 

The Company prices its products in U.S. dollars while only approximately 60% of its pro- 
duction costs are incurred in U.S. dollars and the balance in Canadian dollars. Necessarily, 
the Company is exposed on a cash flow basis to both favourable and unfavourable currency 
rate fluctuations between the time a product is manufactured and the time the related 
receivable is collected. The Company mitigates this risk by minimizing that interval and 
periodically enters into hedging agreements. Currency rate fluctuations also affect sales, 
particularly under current circumstances in Europe. As the U.S. dollar strengthens against 
the Euro, local manufacturers can undercut Skyjack’s prices. In addition, translation dif- 
ferences arise for reporting purposes, which, although they may not affect cash flow, have 


an effect on reported earnings. 


Interest Rates 

Interest rates have increased in the recent past as central banks try to influence the rate of 
economic growth and dampen inflationary pressures. As the preponderance of corporate 
debt is issued at floating rates, interest costs change in concert with changes in rates. This 
also affects the Company’s capacity to borrow, to the extent that financial covenants relat- 
ing to interest coverage are in place. The Company is working to reduce this risk through 
improved financial performance and reduced bank debt as a result of its restructuring ini- 


tiatives and productivity improvements. 


Competition 

Skyjack has approximately 15 principal competitors. Based on available industry data, the 
Company believes it is one of the three largest manufacturers of scissor lifts in the world. 
Skyjack competes on the basis of product design and quality, price, customer service and 
training and distribution. Some of the Company’s competitors, however, may be better 
capitalized and would therefore have the financial capacity to weather protracted battles 
for market share. The Company has increased its worldwide market share over the past 
fiscal year and restructured its operations to allow it to compete both financially and on a 


product level. 


18 


MANAGEMENT’S RESPONSIBILITY FOR CONSOLIDATED 
FINANCIAL STATEMENTS 


The management of Skyjack Inc. is responsible for the preparation of all information 
included in this Annual Report. The consolidated financial statements have been prepared 
in accordance with Canadian generally accepted accounting principles and necessarily 
include some amounts that are based on management's best estimates. Financial informa- 
tion included elsewhere in this report is consistent with that in the consolidated financial _ 
statements. 


Management is responsible for the integrity and objectivity of the consolidated 


financial statements. A system of internal controls to provide reasonable assurance that the __ 


consolidated financial statements are accurate and reliable and that the assets are safe- | 
guarded is maintained by management. : 

The Companys independent auditors, appointed by the shareholders, have pre- 
pared their report which outlines the scope of their examination and their opinion on the 
consolidated financial statements. 

The Board of Directors, through its Audit Committee, is responsible for assur- 
ing that management fulfills its financial reporting responsibilities. The Audit Committee 
is composed of independent directors who are not employees of the Company. The Audit 
Committee meets with management, and with the auditors, to discuss accounting poli- 
cies, auditing and financial reporting matters. The Committee reports its findings to the 
Board of Directors for their consideration in reviewing and approving the consolidated 


financial statements for issuance to the shareholders. 


A 


President and Chief Executive Officer Secretary and Treasurer 


May 31, 2000 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Skyjack Inc. as at March 31, 2000 and 

1999 and the consolidated statements of oe and retained earnings and cash flows for 
the years then ended. These financial statements are the responsibility of the Company’s 

_ management. Our responsibility is to express an opinion on these financial statements 
based on our audits. 

We conducted our audits in accordance with Canadian generally accepted 
auditing standards. Those standards require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements are free of material misstatements. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 

-in the financial statements, An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all 
material respects, the financial position of the Company as at March 31, 2000 and 1999 


and the results of its operations and its cash flows for the years then ended in accordance 


with Canadian generally accepted accounting principles. 


kPpy S Le 


Guelph, Ontario 


May 31, 2000 
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2.0 CONSOLIDATED BALANCE SHEETS 


CONSOLIDATED STATEMENTS OF EARNINGS AND 


Years ended March 31, 2000 and 1999 
(in thousands of Canadian dollars, except per share amounts) 


Sales (note 9) 

Cost of goods sold 

Gross poke 

Expenses: 
Selling and administrative 
Research and development 
Restructuring and related costs (note 10) 
Interest on long-term debt and related 
financing charges 
Other interest and bank charges 


Foreign exchange loss 


Earnings (loss) before income taxes and — 
discontinued operations 
Income taxes (note 11): 


Current 


Deferred 


Earnings (loss) — continuing operations 


Results of discontinued operations (note 12) 


Net earnings (loss) 


Retained earnings, beginning of year 


Retained earnings, end of year 


Earnings per common share (note 8): 
Basic — earnings (loss) — continuing operations 
Fully diluted — earnings (loss) — 
continuing operations 
Basic — net earnings (loss) 


_ Fully diluted — net earnings (loss) 


See accompanying notes to consolidated financial statements. 


RETAINED 


2000 


$ 263,846 


$ 


4 
Ff TF F 


213,484 


50,362 


31,542 
39794 
12,978 


969 
5,658 
1,797 


f 


56,558 


(6,196) 


(2,538) 
316 


(2,222) 


(3,974) 
(17,944) 


(21,918) 
68,027 


46,109 


(0.48) 


(0.48) 
(2.65) 
(2.65) 


EARNINGS 


1999 
$ 218,545 
159,242 


59393 


673 
1,818 


342 


30,565 


28,738 


10,339 

(710) 
9,629 
19,109 

(2,445) 
16,664 
51,363 


$ 68,027 


2.28 


S Ss Ss 
b 
e) 
rs) 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 


Years ended March 31, 2000 and 1999 
(in thousands of Canadian dollars) 


Cash provided by (used in): 
Operations: 
Net earnings (loss) — continuing operations 
Items not involving cash: 
Deferred income taxes 
Amortization 
Provisions against property, plant, equipment and goodwill 
(Gain) loss on disposal of equipment 
Deferred foreign exchange loss 
Changes in non-cash operating working capital 


(net of effects of acquisition of subsidiary) (note z3) 


Cash flow — continuing operations 


Cash flow — discontinued operations 


Investing Activities: 
Expenditures on machinery and equipment 
Expenditures on property and plant 
Proceeds on sale of equipment 
Acquisition of Haessler Drive Technology, Inc. (note z4) 
Expenditures on patents and trademarks 


Deferred financing charges 


Cash flow — continuing operations 


Cash flow — discontinued operations 


Financing activities: 
Increase in bank indebtedness 
Repayment of long-term debt 
Proceeds from long-term debt 
Increase in long-term accounts receivable 
Issuance of common shares 
Contributed surplus, from the exercise of options 


in employee share trust 


Cash flow — continuing operations 


Cash flow — discontinued operations 


Decrease in cash 


Cash, beginning of year 


Cash, end of year 


2000 


$ (3,974) 


a 
BTS 


12,390 


17,397 
(627) 


16,770 


(13,838) 
(4,257) 
3,020 
(2,290) 
(22) 


(17,387) 
G,359) 


(20,746) 


7,241 
(5,150) 
3505 
(2,421) 

332 


Ooo 


$ 19,109 


: (710) 


55or 


(92) 


(58,728) 


“Gost 


(15,513), 


(52,393) 


(12,793) 
(10,995) 
86 


“() 
eo) 
(23,954) 

(3,793) 
(27,747) 


43,384 
(1,792) 


21,202 


(789) 
618 


a7, 


62,640 


62,640 
(17,500) 
20,677 


$3,077 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended March 31, 2000 and 1999 
(in thousands of Canadian dollars, except share and per share amounts) 
The Company is incorporated under the laws of the Province of Ontario and its principal 


business activity is the design, manufacture and distribution of mobile elevating work platforms. 


(a) Basis of consolidation: - 

Wee consolidated financial statements are expressed in Canadian dollars and include the 
accounts of the Company and its wholly owned United States (U.S.) subsidiary Skyjack 
Equipment, Inc., its wholly owned Canadian subsidiary Haessler Drive Technology Inc., 
and its wholly owned German subsidiary Skyjack Hebebiihnen GmbH. Comparative fig- 


ures for fiscal 1999 have been reclassified to reflect discontinued operations. 


(b) Restructuring and refinancing activities: 

As discussed in notes 10 and 12, the Company has undertaken corporate restructuring ini- 
tiatives and has discontinued certain unprofitable product lines to focus on its core scissor 
lift products. Concurrent with these initiatives, the Company is currently negotiating 
alternative financing to its current lending arrangements, as disclosed in note 5. The 
-Company’s current lending arrangements expire July 31, 2000 and may be extended at the 


discretion of the Company's lenders. 


(c) Use of estimates: 

Management of the Company has made a number of estimates and assumptions relating 
to the reporting of assets and liabilities, the disclosure of contingent assets and liabilities, 
and the reported amounts of revenues and expenses during the year to prepare these con- 
solidated financial statements in conformity with Canadian generally accepted accounting 


principles (“GAAP”). Actual results could differ from these estimates. 


(d) Translation of foreign currencies: 

The Company’s U.S. and German subsidiaries have been translated into Canadian dollars 
using the temporal method. Under this method, monetary items on the balance sheets are 
translated at the rates of exchange in effect at year end and non-monetary items are trans- 
lated at historical exchange rates. Revenues and expenses (other than amortization, which 
is translated at the same rate as the related plant and equipment) are translated at the average 
rate of exchange for the period. Translation gains or losses are included in the consolidated 
statement of earnings except those related to the translation of long-term debt, which are 


deferred and amortized over the debt’s remaining term on a straight-line basis. 


(e) Financial instruments: 
The Company uses various derivative financial instruments to reduce its operating exposure 
to fluctuations in foreign exchange. Unrealized gains and losses of these instruments are 


recognized in income concurrently with the underlying items being hedged. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(f) Inventories: 
Raw materials inventory is stated at the lower of cost, on a first-in, first-out basis, and 
replacement cost. Inventories of work-in-progress and finished goods are stated at the — 


lower of cost and net realizable value. 


(g) Income taxes: 

In fiscal 2000 the Company adopted the asset and liability method to account for income 
taxes. Under the asset and liability method, deferred tax assets and liabilities are recog- 
nized for the future tax consequences attributable to differences between the financial ._ 


statement carrying amounts of existing assets and liabilities and their respective tax bases. 


Deferred tax assets and liabilities are measured using enacted or substantively enacted tax 


rates expected to apply to taxable income in the years in which those temporary differences 
are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a 


change in tax rates is recognized in income in the period that includes the enactment date. 


The Company has applied the asset and liability method retroactively as at April 1, 1998. The _ 
cumulative effect of this change in accounting policy for income taxes on retained earnings 


at April 1, 1998 and a reported fiscal 1999 results of operations was not significant. 


(h) Consolidated statements of cash flow: 

Effective April 1, 1998 the Company adopted the new recommendations of the Ce 
Institute of Chartered Accountants with respect to the presentation of cash flow infor- 
mation. Cash flow information for 1999 has been restated to conform to the new recom- 
mendations. The effect of adopting the new. recommendations was to increase cash flow 


from financing activities by $43,384 for the year ended March 31, 1999. 


(i) Property, plant and equipment: 


Property, plant, equipment and leasehold improvements are stated at cost. Amortization 


is provided using the following methods and annual rates: 


Asset-. \ Basis Rate 
Plant Declining balance = 4% 
Plant machinery Declining balance : 20% 
Office equipment Declining balance 20% 
Computer equipment Declining balance 30% 
Computer software Straight-line 25% - 100% 
Automotive equipment Declining balance 30% 
Jigs and fixtures Declining balance 20% 
Leasehold improvements Straight-line 50% 


(j) Goodwill: 
Goodwill represents the excess of the purchase price over the fair values of net assets 
acquired, and is being amortized on a straight-line basis over ten years. On an ongoing 


basis, management reviews the valuation and amortization of goodwill, taking into con- 


sideration any events and circumstances which might have impaired the fair value. 
Goodwill is written down to its recoverable amount when declines in value are considered 


to be other than temporary based upon expected cash flows. 


(k) Patents and trademarks: 
The costs of acquiring and registering patents and trademarks are deferred and amortized 


ona straight-line basis over 16 years. 


(1) Research and development costs: 


Research and development costs are expensed in the period incurred unless criteria for 


deferral ‘ender Canadian GAAP are met. 


(m) Revenue recognition: 
The Company recognizes revenue on product shipment, provided that the collection of 


the related receivable is considered probable by management. 


(n) Capital asset impairment: 
The Company regularly reviews its capital assets for impairment. Recovery of capital 


assets is assessed by comparison of the carry amount to projected future net cash flows. 


2000 1999 
Raw materials $ 19,095 $ 20,627 
Work-in-progress and finished goods 26,674 20,256 


—«$ 45,769 «= 40,883 


2000 


Accumulated Net Book 


Cost Amortization Value 
Land $3,386 Ss 3,380 
Plant 29,264 2,921 26,343 
Plant machinery 31,078 11,093 19,985 
Office equipment 1,943 992 951 
Computer equipment 3,970 2,043 1,927 
Computer software : 2,431 1,648 783 
Automotive equipment 1,426 795 631 
Jigs and fixtures 1,701 721 980 
Leasehold improvements 277 220 57 


$ 75,476 $ 20,433 $ 55,043 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


4999. 


_ Accumulated Net Book ae 


Cost Amortization Value 

Land : $ 3,754 a S| 
Plant e 24,712 1,928 22,784 
Plant machinery 19,689 T3207 
Office equipment ae Loe 772 904 
Computer equipment 3,207 1,313 1,894 
Computer software ao 590 | Be a 
Automotive equipment 1,268 629 639 
Jigs and fixtures 1,159 532 PO era ye 
Leasehold improvements 236 - 203 e : 

$ 58,291. $133522) oh 44,769 Loe ea 


As of March 31, 2000 the Company has received forgivable loans, net of related taxes, in the 
amount of $1,323 from economic development agencies. The net amount of these loans have 
been offset against the applicable assets, as the Company anticipates achieving the employment 


levels and required capital investments which are conditions of the loans being forgiven. 


Amortization expense for the year was $7,08r (1999 — $3,298). 


2000 1999 
Long-term accounts receivable $3,210.) $ 789 
Goodwill By 673 
Patents and trademarks 223 341 
Delerea Wanciag charges 109 125 
Deferred foreign exchange loss 44 5 


$ 3,603 $ 1,979 


Other assets are recorded net of accumulated amortization of $206 (1999 — $824). During 
the year the Company wrote down goodwill, patents and trademarks by $713 (1999 — nil) 


in connection with corporate restructing initiatives. 


The Company maintains a line of credit, which bears interest at the bank prime rate plus 
1.5%. It is secured by a general security assignment of accounts receivable, inventories and 
a general security agreement against all assets other than real property. During fiscal 2000 


the Company was in breach of certain non-payment financial covenants contained in — 


_ agreements with its lending banks, which were revised under a master amending agree- 


ment dated February 14, 2000. The Company is currently working under a revised master 


amending agreement with its financial partners at the current interest rate structure until 


July 31, 2000. The Company is currently seeking alternative financing sources and expects to 


_ have new financing arranged prior to the expiry of the existing agreement (see note 1 (b)). 


5.6875% term demand loan repayable in monthly 
principal instalments of U.S. $83 plus interest 
USS. $8,750 (1999 — U.S. $9,750) 


Industrial Revenue Bonds, Series 1998, repayable in annual 


instalments of U.S. $400 beginning May 1, 1999 with final payment 


due May 1, 2008. Interest rates beginning at 4.38% increasing to 


5.75% over the term. Secured by land, building and equipment of 


Skyjack Equipment, Inc. U.S. $3,600 (1999 — U.S. $4,000) 


_ 8% note payable with monthly blended instalments 
of $240 commencing September 30, 2000 


with final payment on August 30, 2001 


Non-interest bearing note with final payment 


of U.S. $200 due December 21, 2000. U.S. $200 


Non-interest bearing note with monthly instalments 
of U.S. $2 commencing May 1, 2000 secured by certain 


plant and equipment of Skyjack Equipment, Inc. U.S. $165 
Capital leases 


Non-interest bearing note repaid on May 25, 2000 


USS. $55 (1999 — U.S. $75) 


5% note payable with quarterly interest instalments 


and final payment due December 14, 2002. U.S. $50 


Non-interest bearing loan repayable in annual principal 
instalments of U.S. $23 due January 15, 2001. Secured _ 
by certain equipment, fixtures and inventory of Skyjack 
Equipment, Inc. U.S. $23 (1999 — U.S. $46) 


7% mortgage repaid during fiscal 2000. (1999 — U.S. $762) 
Prime plus .75% mortgage repaid during fiscal 2000 

Total 

Current portion of long-term debt 


Long-term debt 


2000 


$ 12,682 


5,218 


2,666 


290 


239 


216 


79 


73 


34 


$ 21,497 
15,286 


$ 6,211 


E999 


$ 14,710 


6,035 


113 


69 

1,150 
1,065 

$ 23,142 
4,392 


$ 18,750 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


The aggregate maturities of long-term debt for each of the five subsequent years to 


March 31, 2000, are as follows: 2001 — $15,286; 2002 — $1,818; 2003 — 6743; 2004 — $63 a 


2005 — $622 and thereafter — $2,391. 


(a) Risk management activities: 

A substantial portion of the Company's business is transacted in U. S. dollars. The Cee 
uses derivative financial instruments, including purchased option and band exchange contracts 
to reduce its foreign exchange exposure on a portion of anticipated future revenues. The following 


table summarizes the Company’s derivative financial instrument holdings at March 31, 2000: _ | 


U.S. dollar amount Exchange rate Maturities 
Option contracts $ 6,000 Les 1.5275 April 14, 2000 = 
November 15, 2000 

Forward exchange 
contracts $ 24,000 1.4358 — 1.5120 April 17, 2000 — 


January 16, 2001 


At March 31, 2000 there are unrealized gains/(losses) of U.S. $1,021 (1999 — U.S. ($445)) 
on derivative financial instruments based on prevailing market conditions. Unrealized 
gains/(losses) on these instruments are not recorded in the consolidated financial state- 


ments until the related hedged transactions occur. 


(b) Fair values of financial instruments: 
The carrying values of accounts receivable, bank indebtedness, and accounts payable and — 
accrued liabilities approximate their fair values due to the relatively short periods to matu- a 


rity of the instruments. 


The carrying value of the Company’s long-term debt is comparable to its fair market 
value. Fair value has been calculated using the estimated future cash flows of the actual 
outstanding debt instruments, discounted at current market rates available to the 


Company for the same or similar instruments. 


(c) Concentrations of credit risk: 

Financial instruments, which potentially expose the Company to concentrations of credit 
risk, consist primarily of trade accounts receivable. A geographically diverse customer base 
and the Company’s credit and collection process mitigate this concentration of credit risk. The 
Company performs credit evaluations for all customers and secures transactions with let- 
ters of credit where necessary, and to date losses on uncollected trade receivables in total 
have not been significant. Three customers account for more than 10% of the Company’s 
accounts receivable at March 31, 2000. They represent 15%, 14% and 11% respectively. As at 


March 31, 1999, two customers each accounted for 19% of accounts receivable. 


_ (a) Share capital: 
The authorized share capital of the Company consists of unlimited common shares and 


participating, non-voting preference shares. 


The issued share capital of the Company is as follows: 


2000 1999 


8,289,815 Common shares (1999 — 8,251,908) $ 11,1338 $ 10,806 


During the 2000 and 1999 fiscal years, shares were issued from the employee share trust, 


the proceeds of which are included in contributed surplus. 


(b) Earnings (loss) per common share: 

Earnings (loss) per common share amounts disclosed in the consolidated statements of 
earnings and retained earnings are based on weighted average number of shares of 
8,270,256 (1999 — 8,238,232). Fully diluted earnings (loss) per common share are based on 
weighted average number of shares of 9,145,746 (1999 — 8,608,038). 


(c) Employee stock option plan: 

The Company’s employee stock option plan permits the Company to grant options to 
employees, directors and advisors of the Company up to a total of 1,200,000, of which 
46,366 are available to be granted at March 31, 2000. The Company will not provide finan- 
cial assistance to the optionees in respect of the exercise of their options. The options are 
non-transferable except in certain circumstances. Options are granted at prices equal to 
the market value at the date of the grant and are exercisable during a period not exceed- 


ing five years from such date. 


During the year 37,907 (1999 — 46,416) shares were issued under the employee stock option 


plan for a total cash consideration of $332 (1999 — $618). 


Options to purchase shares outstanding at March 31, 2000 are as follows: 


Weighted average 
Range of Number of Options remaining contractual | Number of options 
Exercise Prices Outstanding life (years) exercisable 
$6.50 - $9.30 474,490 : 4.84 220,000 
$13.10 - $18.00 301,400 3.04 241,400 
$18.75 - $21.05 4,700 3.46 4,700 
$30.00 5,000 .87 5,000 
$36.20 - $38.00 _ 64,500 1.62 64,500 
$43.00 25,400 1.24 25,400 


875,490 561,000 
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NOTES 


TO CONSOLIDATED 


FINANCIAL 


STATEMENTS 


The following table summarizes the continuity of options issued under the Plan: 


Number of 
Options 

Outstanding, — 
beginning of year 369,806 
Granted 663,590 
Exercised (37,907) 
Cancelled/ 
forfeited (119,999) 
Outstanding, 
end of year 875,490 
Exercisable, | 
end of year 561,000 


2000 


Weighted average 


exercise price 


$ 23.34 
10.94 
8.76 
20.88 

$ 14.91 

$ 17.43 


1909) 


Number of Weighted average 


Options exercise price 
407,930 $i 23.41 
19,800 21.91 oe 
(46,416) 13.32 a 
(11,508) 28.51 
369,806 $ 2334 |, 


346,472 $ 22.48 


The Company conducts business in a single operating segment, being the manufacturer 


of aerial work platforms through its manufacturing plants in Guelph, Ontario; 


Georgetown, Ontario; Emmetsburg, lowa; Wathena, Kansas; and Lébau, Germany and _ 


through sales and service offices located in St. Charles, Hlinois and Mijdrecht, The 


Netherlands. The following tables provide the required enterprise wide disclosures: 


Sales by geographic location: 
USS. sales 
Canadian sales 


Other sales 


Total sales 


2000 1999 
$ 179,319 = $162,653 
BA TSE 11,612 
50,376 44,280 
$ 263,846 $ 218,545 


Sales are attributed to geographic locations based on the location of the external customer. 


Property, plant and equipment and goodwill by geographic location: 


United States 
Canada 
Other 


Total 


2000 1999 

$ 21,924 $ 13,569 
325903 31,699 
233 174, 


$ 55,060 $ 45,442 


In fiscal 2000, the Company’s largest customer represented approximately 21% of the 


Company's sales (1999 — 11%). There was one other customer accounting for sales greater _ 


than 10% in fiscal 2000. 


The fiscal 2000 loss from continuing operations includes a provision of $12,978 for corpo- 
rate restructuring initiatives. [hese initiatives include professional fees, the closing of cer- 
tain facilities and termination of product lines, the write-down of assets to realizable val- 
ues, renegotiation of bank borrowings, and severance costs resulting from the termination 
of certain employees. The components of the provision recorded in the consolidated state- 


ment of earnings are as follows: 


‘Severance and other employee related costs $ 2,304 
Capital asset provisions 2,184 
Professional and bank fees 4,458 
| Costs of exiting personal lift product line 1,669 
Costs of closure of axle facility 1,635 
Other 728 
$ 12,978 


Income taxes attributable to income from continuing operations differs from the amounts 
computed by applying the combined federal and provincial income tax rate of 44.6% to 


pretax earnings (loss) from continuing operations as a result of the following: 


2000 1999 


Basic rate (44.6%) applied to earnings (loss) before income taxes $ (2,764) $ 12,817 


Increase (decrease) in income taxes resulting from: 


Manufacturing and processing allowance 1,010 (2,003) 
Tax rate differentials in foreign jurisdictions (824) (z,616) 
Losses of subsidiaries not tax effected 40 366 
Expenses not deductible : 182 205 
Other items - 134 (140) 


$ (2,222) $ 9,629 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


The tax effects of temporary differences that give rise to significant portions of the cur- 


rent deferred tax assets and long term deferred tax assets at March 31, 2000 and 1999 are 


presented below: 


2000 
Current deferred tax assets: 
Non deductible reserves $ 4,538 
Gains not yet taxable (300) 
Other 8 
Net current deferred tax assets $ 4,246 
2000 - 
Long term deferred tax assets: 
Property, plant and equipment — differences in book value 
and undepreciated capital cost $ (366) 
Gains not yet taxable . 
Non capital loss carry-forwards 7,085 
Non deductible reserves 2,144 
Other oe (s) 
Total long term deferred tax assets 8,858 
Less valuation allowance (697) 
Net long term deferred tax assets $ 8,161 


1999 


1999 


(1,125) 
(328) 
495 

1,806 


InAs) 


At March 31, 2000, the Company's German subsidiary has tax loss carry-forwards for 


income tax purposes totalling approximately $2,346 (1999 — $2,174), which can be carried 


forward indefinitely. The benefit of these losses has not been recognized in these consol- 


idated financial statements. 


On February 29, 2000, the Company adopted a formal plan for the cessation of boom 


production and the closing of its Atlantic, Iowa, facility in which booms were manufactured. 


The closure of this operation was completed on April 21, 2000. For the year ended March 


31, 2000, the disposal resulted in a loss of $17,944 after giving effect to income taxes of $9,511. 


The results of discontinued operations, which include an allocation of interest expense, are as follows: 


2000 
‘iG wales  § 41,392 
Results of operations to measurement date: 
Loss before income taxes (10,929) 
Income tax recovery 4,102 
(6,827) 
Net loss from discontinued operations: 
~ Loss before income taxes : (16,526) 
Income tax recovery 5,409 
(11,117) 
Results of discontinued operations $ (17,944) 


1999 


$ 43,172 


(2,961) 
516 


(2,445) 


$ (2,445) 


The estimate of the loss from discontinued operations is based on management's best estimate 


and assumptions with respect to a variety of items including proceeds to be realized on 


assets to be disposed of and retained assets, if any. There is a risk that the assumptions and 


resulting estimates may change with the passage of time and the availability of additional 


information and facts. Changes to the estimate of the loss on disposal will be recognized as 


a gain or loss on discontinued operations during the period that such changes are determinable. 


Changes in non-cash working capital 


2000 
Decrease (increase) in accounts receivable $ 1,834 
(Increase) decrease in income taxes recoverable (1,879) 
Increase in inventories (3,576) 
Decrease (increase) in prepaid expenses and deposits 2,691 
Increase in accounts payable and accrued liabilities : 13,910 
(Decrease) increase in income taxes payable (590) 
$ 12,390 

Cash paid for the year for interest and income taxes 
2000 
Interest $ 5,068 


Income taxes $ 2,768 


1999 
(51,769) 
627 
(14,506) 
(2,214) 
8,548 
586 


$ (58,728) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Cash at March 31, 2000 of $2,717 (1999 — $3,177) is included in bank indebtedness on the 
consolidated balance sheets. Cash at March 31, 2000 includes deposits with banks of $982 
(1999 — $1,517) held by a subsidiary in Wathena, — which are restricted to the acqui- 


sition of future capital assets. 


Effective April 1, 1999 the Company acquired all the shares of Haessler Drive Technology 
Inc., a manufacturer of boom axles, from a company owned by a major shareholder and 
officer for $2,250, which is considered to be fair market value. The acquisition was 


accounted for by the pues method. Details of the acquisition are as follows: 


Net working capital (excluding bank indebtedness) ee on 
Property, plant and equipment g16 
Intangible assets 457 
2,290 
Bank indebtedness a Go). 
$2350 


In connection with the Company’s corporate restructuring initiatives, on February 18, 


2000, this operation was closed. 


The Company is committed under operating leases to manufacturing and office facilities, 
automobiles and certain office equipment through 2005 in the amount of approximately 


$1,496. Annual payments are: 2001 — $432; 2002 — $429; 2003 — $355; 2004 — $276 and 2005 — $4. 


In the normal course of business, the Company and its subsidiaries are named as defendants 
in legal actions. Management is presently aware of limited actions, none of which in manage- 


ment’s opinion would have a material adverse effect on the Company's financial position. 


Certain comparative figures have been reclassified to conform with the current financial 


statement presentation. 


During the year ended March 31, 2000 the Company purchased all the shares of Haessler ae 


Drive Technology Inc. from a company owned by a major shareholder and officer for $2,250. . 


During the year ended March 31, 1999 the Company purchased 7.75 acres of land adjacent : 
to the existing Guelph, Ontario facility for $635 and entered into a contract for the con- 


struction of a 150,000 square feet manufacturing plant on this site. The construction con- 


' tract was for $7,760. Both the purchase of the land and the contract for the construction 


of the new facility were entered into with related companies owned by a major shareholder — 


and officer at prices considered to be at fair market value. 


Years ended March 31 

(in thousands of Canadian 
dollars, except per share amounts) 
Statement of Earnings Data: 


Sales 
Cost of goods sold 


eae profit 

Gross profit margin 
Amortization 
Interest expense 


Earnings (loss) before 
income taxes and 
discontinued operations 


Income taxes 

Earnings (loss) — 
continuing operations 
Results of discontinued 


operations 


Net earnings (loss) 


Earnings per common share ”: 


Basic — earnings (loss) — 
continuing operations 


Fully diluted — 
earnings (loss) 
continuing operations 


Basic — net earnings (Loss) 
Fully diluted — net 
earnings (Loss) 

Balance Sheet and 

Other Data: 


Total assets — continuing 
operations 


Working capital — 
continuing operations 


Total long-term debt 
Cash provided by (used in) 


— continuing operations 


Shareholders’ equity 


2000 


$ 263,846 
213,484 
50,362 


19.1% 


Ta os 


6,627 


(6,196) 


(2,222) 


(3,974) 


7,944) 
$ (21,918) 


$ (0.48) 
$ (0.48) 
$ (2.65) 


$ (2.65) 


$ 200,818 


(8,057) 
21,497 


17,397 
575325 


1999 


$ 218,545 
159,242 


59,303 
27.1% 


3,501 
2,491 


28,738 
9,629 


19,109 


(2,445) 
$ 16,664 


2.28 


se S&S 


2.02 


$ 174,378 


17,765 
23,142 


(36,880) 
78,902 


$ 


ee + 


FIVE 


1998 


168,268 
119,439 
48,829 
29.0% 
2,804 
1,033 


22,915 
8,387 


14,528 


(6,373) 


8,155 


1.78 


1.77 


1.00 


0.99 


$3,138 


21,854 
35731 


11,366 
61,603 


YEAR REVIEW 


1997 


167,652 
115,036 


52,616 
31.4% 
2,972 


1,191 


24,7133 
8,923 


15,790 


242 


16,032 


79,556 


18,241 
5,164 


6,593 
52,760 


1996 


116,424 
76,376 
40,048 
34.4% 
1,976 
214 


20,605 


7,502 
13,102 


BH. 


13,479 


64,258 


12,162 


5,788 


(3,543) 
36,011 


” Earnings per share for the year ended March 31, 2000 are based on weighted average number of shares of 
8,270,256 (1999 — 8,238,232) giving effect to the issuance of a small number of shares due to the exercise of 


stock options. 
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